
SBC Communications Inc.- Consolidated Balance Sheets

December 31

Unaudited

Assets

1994

Dollars in millions

1995 1996

Llabi"llties and Shareowners' Eq~U~it,.;Y~~~~~_

Deferred Credits and Other Noncunent Liabilities

'The trusts (ontain assets of $1,030 in principal amount of the Subordinated Debentures of Pacific Telel'l Group
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SBC Communications Inc.-Consolidated Statements of Cash Flows

Unaudited:~ 1._994 1._99._5 _ 1996

Operating Activities

investing Activtties

Dollars in millions, increase (decrease) in cash and cash equivalents

Financing Activities
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SBC Commun1cations Inc. - Consolidated Statements of Income

Three Montlns Ended

Unaudited 3/31/95 6/30/95

199'

9/30/95 12i\1/95 3/31/96

1996

6/30/96 9/30/96 12/31/96

:drnlnw Brforr lntl'rp)t. TaxE'), Depreciation and Amortizdtlon
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SBC Communlcalions Inc.-Consolidated Statements of Income
Three Months Ended

Unaudited
---'---'--'

3/31/97 J/31/96 Change

....... .'. ~,". ':

Uperal:mg Re\'enues

Local servlte:
~..

... " " .
Wireless

Networkac¢e5$:

·:i~~~:.
II1'tI'I$tilte

....••...• ~..• ,...... ...... , ....

L~~.s.e.~.

~~~~~ ..
Other

·..:::i~:::::.... ...$'4;; .
.41f ..

••••••••.,•.:,.,;1' ..,.

Dollars in millions except per share amounts

·99r..,·i,:'r.,:;~~,·...
... -,J' ":. ~ , .• ,..' ...., . . . .' ..... -.. ...

4$0 ,13%
.·.:d·.,.'h.; •.·.·, .•.........,',; .. '.

S42
4U
"l6$

Total operating revenues

I perd.tmg Expenses

~~~~~s~IlCI~e:ts.
s 1_adminiWatMt

. LrHllinq'i Heforr !ntpr{''il, Taxes, Depreciation and Amortization

F' t\ G E ,] 6

$5,991 $5,S7~ 7.5%



Bd:d,nce ')heets

31>1/97 12:31196

Dollars In millions except per share amOUIl\\

Current Assets

Cash and cash equivalents
, .. , ... , .... ".,.,.

Short-term cash investments

Accounts receivable - net of allowances for uncollectibles of $316 and $311

Prepaid expenses
"" , ,

Deferred

Other current assets

Total current assets

Property,Pla~tand Equij:lITIent~. ~t ~o~ ..
Less: Accumulated depreciation and amortization

Property, Plant and equipment - Net

Inta"gij,J~ A.ssets.~~et o~ .A~c\lrrltllat~ "l11Orti:zati<>nof$~39. alld ~611 ..

In~tlTlerlts .i.nEql1ity 'l\ffi'iat~s ..
Other Assets

Total Assets

$ 846
307

4,534

438

129
367

6,621

62,707

36,317

26,390

3,586

1,818

1,605

$40,020

$ 314

432

287

102

452
6,271

61,786

35,706

26,080
3,589

1,964

1,581

$39,485

Current Liabilities

Debtrnaturing\'Vithinoney~ar .

Accounts. paya~leandaccruedli~biliti~s
Dividends payable

Total current liabilities

Long-Term Debt

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes

Post~rnploYlTlerlt benefit obligation ..
Unamortized investment tax credits

Other noncurrent liabilities

Total deferred credits and other noncurrent liabilities

Corporation~oblig~ted lTlandatorilyrecie~mable preferreci .sec~ritie~ofsubsidiary trlJsts* ...

Shareo\'iners:ECjuity ....
Common shares .issu.ed. ($1. par value)
Capital in excess of parvalue
Retained

Guaranteed ()bli<1ations ()f ~mpl()yee stoc~()wnership plans ..
Deferred (ompensation-LESOP
..... "" '"

Fo~igncurrencytranslation adjustment ..
Treasury shares (at cost)

Total shareowners' equity

Total liabilities and Shareowners' Equity

The TrlJst~ contain assrts Df 51.030 in principal i1mount of thp subordinated debentures of Pacifii: Teli' , Group

$ 3,169 $ 2,335
5,664 6,584

408 393
9,241 9,312

11,170 10,930

1,076 853
5,175 5,070

479 498
1,725 2,181
8,455 8,602
1,000 1,000

934 934
9,414 9,422

1,746 1,297
(216) (229)

(146) (161)

(538) (637)

(1,040) (985)

10,154 9,641
$40,020 $39,485

•
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SBC Communications Inc_-Consolidated Statements of Cash F ow

:lollars mmillion'>,. increase :decrease;, in cash equivalents

Unaudited

~~...c

nvestmg Actlvltles

~- - -------------- ----
Three Months Ended

3/31/97 3/31/96

F' ACE '-1 8



';.culhwesteln Ben Telephone Company '-Consolidated Statements of income

1994 1995 1996

'IJera":ing f1e\,enues
""7'"'"'--=~=--===--=--=--=--=--=--------------=------------=-==------==""'::":'

P A
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December ]1
1994 1995 1996

Dollars in millions except per share amounts

'.\lI ~ ,.... ..
casttJ~ cashtlqlJ~ .
P.'C~~:~~~·~~~·~$forunc~of$'·51$';5and.~~~ ..

f\4~~~.~$~te,s .
~~,~S .
~~tal<e5

~~and'Otner current ~ssets
I

$ 46

1,378. .............•

142

48

185

87

1,886

15,736

167

$17,789

$ 43

1,509

131

32

143

81

1,939

11,127

76

$13,142

"r"'69
1(6,?4
,116

35...........
96...................' ...

189

4,179

30
$13;968

C~'LIabIItles
•••• ., ••. <••••••••••• ., .

Debt tn.wring within one year
... , ..: !.. , •...•.;; ,.".: .......•...........

~c~l1:~$,~a.fldac~~.Ii~~ili~es....
TotlllPJ~t liabilities
Long-Term Debt

Defelted income ta!¢es
......... j••.••••••.• ,." ",.......................... '" "."

p()~~~flt.~.()~Il~~ti<:lfl.
UnanilOl'ti¥d.lhVestmenttax credits.......; ' ; ..
Otl!ler noneUfrent liabilities
Total deferred credIts and other noncurrent liabilities

i: '~l .J I r 'j

Co.rl\~~()l:k(()n~s~are'~() p<'r y~I~~) ..
Paicli~ surp'I~~ .
R4:!tair~ ,.e.a"'irl?$.(~l!flcit) ..
Total~J!lers' equity

PAGE 100

$ 660

2,440

3.100
$ 4,268

1,729

2,632

369

277

5,007

1

5,390

23

5,414

$17,789

$ 750

2,290....... - ..... " .......
3,040

$ 4,217

174

2,657

286

100

3,217

1

4.838

(2,171)

2,668
$13,142

$ 921

2.517

i,438

$ 4,265

209

2,646

255

269

3,379

1

3,687.......... " .......
(802). . .. .....•.••.

2,886

$13,968



--------_._-----

1994 1995 1996
_._-----------

Dollars in millions, increase (decrease) in cash and cash equivalents

(267)
" ,.,.""

(96)
..:.... ! •.•.

228
"'(123)

(195)

6

(163)

(~21

... '''1iiii4 .. li195

16102

...~) J31)
106 194

125 95
·····, .. ···i ..·'·!·····

2"19

• "'H' ••• ,.,.,......, '<llCl)
(75)

285
(192)

. ,. 0« in<:ome (tosS) to net cash proYidedbyoperating aetlvitles:
.•. , i~::"':"" .v,"';'·'·':" ,', ,..•. '.. ,'.'>' , •...••', ..•.•.•••..•..•••••.•,., •• , •.• , ,', ••.•.•...•••••.•.•.•• , ..•..• '.', •. ,' +., .• , •••

1,69~
, , .. , .

271

(61)

116

(112)

~'~~ (i1:aX .
..SJ:l~.I~ ~~I~~as~ts ~11d.lia~illtles: ..

....,~~~~~~~e .. ,., ... ,.. ,.,., .... " ." ... ,., .... ,.,., .... ,.,.,.
Other cu,rent assets
::~~~:p.~.~~~~I~II~~;: , ,.., ,., ,.. ,.,., ,, ,,., , '.. H ••• , •• ,., ••• , •• ,.,.,.

Qmer-net

1,1M
Net Cash Provided by Operating Activities 2,776 2,765 3,266

CCl~c.titl~ .~~, ~a.~a.lexpell~itlJr~.,.
Net Cash Usedih Investing Activities

(1,656)..................
(1,656)

(1,'734)... ... .. .......•..

(1,734)

(l"lO5)
"'"""",,',,,', ....

(2,305)

;Il,

N~t ~ha,~illsr.l:)rt-t~rT1I:l<>fr()\'li~s~itr.l:)ri~lla.l,lTlatlJriti~of.three rn()nth~orl~s .,

ISS~~fl~~l)f~sI1ort~t~rrT1.l>cIrr<>\'\foin9.s .. .
Re~ltl1~of.~tr.~r ~~0rt~t~l1Tll>clr~0\'\foin9.s ...
Is.s':l~nce. ()f Io~;terrn ~~~~ ..
Re~Yfl1~t .()f.lonl:t~errT1.~e~t ..
EarlYl!J(ti~9.lJistlrT14e11t ()~ d.~bta~~ r~la.te<l c~Up~rT1ilJrn~ ...
[)ivi1:k!Il~.s. ~.k:I .
~t~lJltr.r~,~ t:r9rn p.1rel1t ..
Net~h US__ !1n Fi~In9Act1Yitl~

173

36

(41).... ...............................
1

(288)

(1,Q65)

72

(1,112)

6

91

(91)

596
(117)

(465)............. , ..
(1,139)

85
(1,034)

176

209
(134)

166

(201)

(1,350)

199

(935)

Net lncrea~ (~rease) in cash and cash equivalents
Cas~ and cashequivalents beginning of year

8

38

(3)

46

26

43

Cash and Cash Equivalents End ofYear $ 46 $ 43 $ 69

•
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Soulhwestern Ben Telephone Company Stalemenh of Incom,

ihr!'\' Month" Fndpd
Un,llldil('C! i!31/95 (,/30/95 '2/: \/95 3/31 /96

1996
------_.~----" _.._-

6/30/96 9/30/96 12/31/96

I 0 ('



Pacific Bell--Consolidated Statements of Income

(Ilaudlted 1994 199\ 1996

,tiler incorne (ExpensE;j

•

P ,A o 1



1(1(: Bell-Bala.nee Sheet

(Unaudited) December 31 1994 1995 1996

CLlfl1lntAs.-

Cash.~.~s~~lJlv~I~~ts . . .
Accounts receivable - net of allowallcesfor uncollectibles of $132, $131, and $161......................................

PrelJa,icj ~~~~~s ..

~e~~~l'liJ~s ...
Defenedlncorne taxes

Other cu.,..ntassets

Total currentilssets

Property, Plant and Equipment - Net

Other Assets

Totat Assets

$ 63 $ 68 $ 58

1,622 1,581 2,133

18 26 37

328 317 45

3BO 221 119

BO 69 37

2,491 2.282 2.429

15,864 1',OBO 11,673

1,015 215 547

$ 19,370 $ 13,577 $ 14,649

Ii"

Total current liabilities

Long-Term Debt

2,525

2,833

476

671

236

1,142

5,364

$ 287

2,546

2,417

716

283

1,418

3,441

4,608

225 225

5,387 6,100

(2,501) (2,398)

3,111 3,927

$ 13,577 $ 14,649

$ 781

2,660

$ 255

2,946

3,201

4,752

2,315

689

464

1,725

5,193

225

5,169

830

6,224

$ 19,370

Current liabilities

[)ebt rnatu~n~ w.ithin ()~e yt:!ar .
Accounts payable and accrued liabilities

Common stock

Pai~~i~ s~rplus.

Retained earnings (deficit)

Deferred income taxes

Po~ternp'l()yment. bE!n~~t ()b.li~ati()n ..
Unamortized investment tax credits

Other noncurrent liabilities

Total deferred credits and other noncurrent liabilities

Total shareowners'equity

Total liabilities and Shareowners' Equity

I' II GEl 0 4



i::"Clf,C Bell ",,<.1 Subsldlaries ..- Statement<, 01 IncolT't'
--~---

--~--~-_._..~~

HlIc'e Montlls Ended 199\ 1996
-~~~_ .._---_._ .._- -~----

Un,)\J(lited 3131/95 6130/95 t)/30i9S 12nl/95 3/31/96 6/30/96 9/30/96 12/31/96
•..._._,-~---~~~-~~.._----~'~-~--~--_._------ . ------_.._- .. _"-----_._---~--

i t:~ 'J d i '-if; Rt "t~r'ide\
Doliar,; in IVlilliowl

Local service $ 931 $ 928 $ 945 $ 937 $ 960 $ 996 $1,006 $ 994

Network access:

Interstate 431 413 414 424 444 447 448 467

Intrastate 166 177 179 185 178 184 176 180

Long~distanc~ service. 314 290 306 300 312 317 324 321

Directory advertising 252 249 254 257 302 274 204 271
.. , .... "..... .- " .. ,

Other 118 130 131 131 131 147 156 207

Total operating revenues 2,212 2,187 2,229 2,234 2,327 2,365 2,314 2,440

Ope~atln9 Expenses._

Cost of services and products 910 842 812 923 879 832 887 944
." ....... " ....... ,- ... " .......

Selling, general and administrative 372 391 448 410 388 450 439 497

EBITDA* 930 954 969 901 1,060 1,083 988 999

Depreciation and amortization 460 460 462 449 455 453 459 459

Total operating expenses 1,742 1,693 1,722 1,782 1,722 1,735 1,785 1,900

Operating Income 470 494 507 452 605 630 529 540
Other Income (Expense)

..... , .... - ...
Interest expense (108) (109) (110) (83) (88) (94) (95)

Other income (expense) - net 20 8 16 (21) 3 (3) 4

Income Before Income Taxes and Cumulative

Effect of Accounting Change 382 393 414 348 520 533 438 454

Income taxes 136 150 156 126 212 219 176 168

Income Before Cumulative Effect of Accounting Change 246 243 258 222 308 314 262 286

Cumulative Effect of Accounting Change, net of tax (3,360) 85

Net Income $ 246 $ 243 $ (3,102) $ 222 $ 393 $ 314 $ 262 $ 286

~arninq5 Before Interest. Taxes .. Depreciation and Amortization

P'; GEl 0 5
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SBC Wireless Portfolio

Quarterly Operatin~l & Finane! I' InforilldticHl

Wireless MSAs!RSA',

sse I'~R \},/ f' R I] i

a p pen d



1992 1993 1994 1995 1996

0.9%. , .. , ..
0.7%

1.2%

1.6%
. , " .

0.6%
...... ·········c······

0.4% 0.8%

.., .
1~_

0.5%

0.4%... ..........•..

0.4%

0.8%

202,200,000
. " ,.. ,.,': ,.,.

~~()(J()~.
8,100;000

.58;1ooixio

1,040.006 2$1,223
. j99;iiOQ ]~~@23

30;000 ';'5,100
443,00(1..,,"';' ci

521,000

306.000
15,000

200,000

3,MB,771

158,200,000
92,200,000

8,100,000
57,900,000

90.400,.
'90~'

'95,i400
"l:ij5MiO

.., .. .....

Ql% 0.2% 0.3%........ . .
001% 0;2% 0.3%... , .

0.2%

0.3%

...

..;Ot1ci ..

~"l" ..•..•. , ••••••••

12"_

.. " j~~

Totall~iOIi\" ~alilon... " . .,.......
~

Chile

Fltanlf
S~~·~ ..
South Africa MTN

To~I~".~~~ ..
MeJCleo
Chile
Frat'llle

Sooth Kor:ea
'SQ~~'MfN'

T*~;~'M;l«;/ .:, , " .

ChIle
France

·:::~i·;::·'

Othpr ',Nirele)s Customers refers to customers gained through marketing alliance with GH In Houston ,1110 ,~U\tin 1l1arkeb

Notl' III SHe ITH'rgt'c its SFR interest into CeqE'tel ~/lth SH( Dbtalnlng 15(:'(1 interestn the 1lE"N (OlmallV

PAC.E 08



Dollars In millions unlell otherwise noted 1995 1996 lY97

1Q

...~~~ .. i

55..Ml1

10

.. ,.:.,.'.' ;

40lO10

918

10

918

20;5

l3.7% 13.&1'5.1% 17.~ lMe.
$ ... ··796····$',;017··· $'1;054 ····$'1;410·· s",;i'~i'"''

•••••.•••_; •••• ,_.,. '" •• .' ••' •.••••••••• ;, •••••• , •••• , ••• , .... , •••• I ~ •• , , •

SO~8"1

TotlIi A«tss UI'lE!$ (000) 13.~ 13i. 1;4m4 14J2J 1'4i" '''~1 ~~~
Rtii~i"" ·······9;)':3 ·····9;i46...."'~A~·~~·::·::·~~L'·: ..:~jl~·:.:!1,~~r ..
BU~~s~ ..............~,~:.::~~.: "4.' 4,sat ~~? 4.7~ ~~~
Pub/ill ...................1.~? ........1;~7 .:.~.~H.. 1.. J~."

In~~:.~~'.(~O!il(l) .... ~~10() 8~~,,~~~..... 9.029 9.,,~!., ...
Intl'lstateMOU(OOCl',~).~~. 3,920 3,9175 4~ 4,0i4'

SBC~ns

RelIllI'l'Ion,~ I\V••

$~rs"~ity
R~~'~'~WdA;;;~"

.. !~I.~I H.

Capitlll~1tutes

wei9hteti:AV9'cOihn;o~:Shares

Out~InsI_,(lOO)

E~dOf'~Com~Sh'~~'

~~I~(OlilO~l>.OO) "H' 918 ~'.9.... .. ~ 92$ ,~~.
DE!1:lt~~........~9:~..~~..~2..1~..... 61.7% ~9.:~,.
T~~~~.~~~8llO).. 1.1.~.. 109 1.~ lOB l~
ToW~ess.Li~~(OOO) ..... .. . ...2.9.~1:9.0:....2,9.~1,o...2It.704 ... ~~,9fiI.I. ~ 3

Residential 19,014 .. .1~~~.. '1'~' .l:~~~~. ..1~~i4 '1'

BusineSs 9,777 9.9'10 ··,~~!5·· lfWQ ,Q~:: :>~5,ij.::: .
Other 399 .."0.'.. ·········...·40':....:::·..~ , 402 '

•
11.1%

$Mo.r;
., , ,

.~ '.-" ,'" ..',- ;.;~ .. "..~.,
45,765' ~s.~!~.. 45.7.

9.4% 9.7%',:0:;-%:'
45.765

9.0%

o4Oj582 ......~~ 4O~n5 «1,115
s.~········ .. ·s;E)$i)· .." .. ·5_·:· .. ··· ..·

3;.09UOO 3;24. 3.i~2 ~_. 3__ '; 3t
, ,'"." :~:~;; .'i,:... :: " ,'. • . '•. ' or: .• ' I.' •. -'4.798 .. ·1:_.: ..·....~~;_·· ... "

•••••••• • ••••••••••• , ,1 ••••••• " .• ,.;\ •• ., •• 1 •• ' •••. , .

······';.:·:!1;·~·.'·;-;~·· '-~- ,,,,,",,,,*

3,Clt2,000. .•···~~~~~ •..J~2Aob ...:~~~#~f·:~~

Il1c~':"~t~~ffq~:I~) 40,582
Ot!'Ief~;~s PQ~((l(IO) .

PS.S~ (~) H..... ...7tr.

T0tltl ~p's (pOOl otO~~2Al(l.~~.." .~~,~
Incumbent Cellular PenetratIon 7.6% 8.0% 8.3%

Incumbent Cellular

CustoMers

<JtI14er~~S~~rrI4lrs.~
PeS C...t$liel'$

Totlii'~CU$tOl'Tlers............. ....., ...

SICWI"

LQ(;itI~~~R.~ll\I~s. $.s.~. $ 5$4.4 t.s.~~~", ..~ .~~~s. ..
L~'!'!~~~~~e.R~~Il;~.S, $ 4.4$ $.0 $4.4 $ 4.7
'v":i~~~i~ts,RevenOes $ 5Q7.2·$"S~··$'.j "'$:6J'I~""
EBITOA $ 2~.O "$2~i' 'S':'2,ji"'S,231,t
S~~I~A~lII'~I~:' "45:'% 4~:::~~'''iiBji''

PacifiC·...1

TotIIAcl:~ss.Lll1eS(<JOOI..1~~1.~ ... 1S,)~3 15.. 'S....J~~?~...1~~:.
Resi.ntlal..9.~S.21....9.~5.~2..,.9.~t2.1 9lJ11 .... f,~~ -~

Buslness.,~~~~ ¥1S.~..".S.iS.~~. ..s.~~.. .. s.~:::::j;,~:,
Pubtlk: 207 209 ..~... ..~"....;~.L.
In~~:~:(@i~):j~7.3·'·7,Q6$ ..··i;m 7.WI ......~~~.... .....

In~r~~~e.~~(ClOOj.oOO) 6,223 ··~;5'f:':~.~5.S"·6~1.f. 7,1i621i7'"

'Other Wirl:'le',~ (1I~,tomE'r5 refers to lustomers gainE'd through rnarketjng alliance 'with GTE in Houston ,llli t'lu:'lin lll(Hk('l~

llOPS (uvl'red

P AGE I n 'i



"Be CommunicatlOns Inc --Wireless P'operlles

Me1ro!Jolilan "enl1ce Areas
Marct, 1997'

Market Percent Owned

Iinciudeej III i)dll(l~/i-l._ \rVorth COVt'rClge

! IlrH ludE-dln \~/,I(,hil1otOIl D.C. (ovrrage.



SBe Commu,ncations Inc.-Wireless P'operlws

Hural ServIce Areas December i ')96

Market Percent Owned 1990 POPS Coverage Area (sq. miles)

:;u.t1,westerr, Bel! MobIle Systems llDMA)

P A G I
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S B C GROWTH PROFILE 1 g g 7

I', I Building Disniburion

s" stems and Local -\rea Network

L,Il,S',)C[VICl", Second

generation enhanced IIL'lwork

services based on C( :S~

technology, including (:,dl Return,

Call Blocker, Auto Redial. Call

li'ace and Priority (:all.

',hul" The percentage 01

custolners discontinuing ,ervicc

during a month compared to

the average customet ha'" duting

the period,

IJI'v1I\ (ode [)r'II',,"

"\cu";, A digital wireless

transmission technology rhat

carries packets of encoded digital

data bv broadcasting ovn ,ill

available channels, Ar rhe rl'c",iving

end, data arc recombined hI

selecring messages encoded

f()r a specific receiver.

("duL,' ()ne SBCs wireless

subsidiary thar operates in

Ihltimore, Boston, Chiugo,

upper New York State and thl

\\fashington D.C tmtkers.

.. ,I'ch :.'Ilf'ratinq E"I"

Operati ng expenses th'll excl uck

depreciation and amorril.at ion

I dllet A flagship product rhat

'1.lIows customers to sec ,\ uller'...

name and number bel,ll'C'

answering the call.

( ,,,IINntcs An efficiem mc'ssagc

service enabling cuStOlllers [()

r,:tricvc messages wilhout ,lI\

aI1s\Ncring nl~Khinc.

'ilih

t~lciltties having ,t handwidth

grearer rhan 20 Kill capable of

,.Irrving large volumes of voice,

v,deo, and dara ch"rmels

Sllllul taneously.

( :o111pound annual

V,ro\Vth r,Hc.

services providing hllsincs,"i Jnd

governmt'!1l with delta and voicl'

lll[egraled technologies on ,I

l..-'\. lstoln izcd. Cl)!l! LIL tual basis,

It· eluding consulring, design,

;llhninistLUion ,IIH1 Inaintt'J1;UKl'.

"rql' Awrage

olthe REOCs plus CTF,

.,j, '.'",d,

High-bandwidlh, low·

deLli' packet switching and

multiplexing technique used ro

delivCl naHil 'll \',lo'ing raIl'S,

permitting ,t mix of voice, d,lta,

and \'idco,

'lHl' A

program that uses voiulllecr SBC

nOIl-selles managullelH employees

lO:lllild stronger rebtionships with

nlcdillrn-S\/,cd hll"inl'ss CllS(ltner.\.

1', Ii An Jdvanced telephone

network archirecture ,hal permils

,tdv'lnced services wit hout

rc\\'riring tht '.ott-wan.' of;t central

oHI,~e swirch.

,f .1st' The

Ac C::"" 11' Locaf loop

telephone lines providing

le!epholll' service to individual

residences and businesses.

unilS of lime used as lhe basis f(H

delcrmining rhe billing for lhe

il1lerconnecrion between lhe long­

dislance network etnd lhe local

loops in illltTsrare emd innasr,ne

long-distancc' calls.

AdditlOtld i Int' Revenue'

Revenue derived primarily hom

addilional residential access lines.

AddttIOI"d 1'(", Access lines in

addition ro el primary lines sold to

homes lO meer increased demand

f(Jr voice, dara, and video producr.s

and scrvlCl':\.

Acce·<;(, ~~~e-h-)' '''1- The process by

which access charges will be

reslruclured to bener rdlect rhe

COSI of providing entry lO local

network faciliries. This process will

involve removing implicit subsidies

and restructuring cosr recovery'

mechanisms.

f\U E'S', f;ees paid by

long dislance carriers lO locaf

lelephone companies for usc of

local ElCifilies to originale or

rerminare calk

ADSl A developing lechnology

lhal will allow wireline service

providers 10 offer high-speed

digilal service over existing copper

bcililies.

P AGE , I "
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CLEC: Competitive Local

Exchange Carrier providing

switched local service such

as dial tone.

Cost of Capital: SBC's

weighted cost of its respective

debt and equity capital. Each

SBC subsidiary has a unique

and identitlable cost of capital

appropriate It)r its business

and tlnancial risks.

Dilution: The effect on earnings

per share from those SBC

investments that are in the early

stages of development and have

not yet become income positive.

Discounted Cash Flow: SBCs

use of generally accepted present

value cash flow techniques in

evaluating investment alternatives,

including capital budgeting issues,

M & A candidates, ongoing

operations, etc.

EBITDA: Earnings before

interest, raxes, depreciation

and amortization.

EBITDA Interest Coverage:

EBITDA divided by total

interest expense.

E-mail: Electronic mail messages

sent between computers via an

Internet address. Many observers

believe e-mail is the primaty driver

in the growth of the Internet.

Five-State Region: Operations

in Arkansas, Kansas, Missouri,

Nevada, Oklahoma and Texas.

Frame Relay: A connection­

oriented high-speed data transport

service that facilitates the exchange

of data through predetlned paths.

Fret' Cash Flow: The excess cash

that is generated from a business.

Cash from operations less con­

strucrion and capital expenditures.

Full Service PrOViders:

Telecommunications providers

that offer a full array of products

including local, long distance,

wireless and Internet services.

GSM (Global Systems for

Mobile Communicationsl: Time

Division Multiple Access (TOM A)

technology based upon European

standards. GSM is now being

incorporated into multiple access

standards in the United States.

III C: Incumbent Local

Exchange Company.

Interconnection: An eHicient

network connection that transfers

calls between a Local Exchange

Company and a competitive

network.

Internet Acces.,:A service that

provides a gateway to the Internet

lor the user.

InterLATA: InterLATA calls are

long-distance calls that originate

in one LATA and terminate

in another. With the

Telecommunications Act of 1996,

RBOCs must satisfy certain

criteria to be able to provide

interLATA long-distance service.

Interstate Access:

Interconnection oflocal networks

wi th long-distance networks to

originate and terminate state-to­

state long-distance calls. Local

exchange carriers charge long­

distance carriers for originating

and terminating access to the

local networks.

IntraLATA: IntraLATA calls are

long-distance calls that originate

and terminate in one LATA.

In SBCs seven-state region,

Southwestern Bell, Pacitlc Bell,

and Nevada Bell retain" 1+,.

dialing priority until the company

is granted interLATA freedom.

Intranet: An internal Internet

used for communications within

a business.

Intrastate Access:

Interconnection oflocal networks

with long-distance networks

to originate and terminate long­

distance calls within a state. Local

exchange carriers charge long­

distance carriers for originating

and terminating access to the

local networks.

ISDN: Integrated Services Digital

Network. a high-speed network

that enables simultaneous trans­

mission of data, graphics, video

and voice over a single telephone

line. ISDN comes in 144,000 BPS

lor the desktop or 1.544 Kbps for

telephone switches, computer and

voice processing systems.

PAGE 115
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ISDN Turbo Access: A packaged

service for ISDN providing a

terminal adapter for ISDN, inside

wiring, and product installation.

1554: Interim Standard 54, a

TDMA wireless rechnology that

converts rhe traffic channel or

voice channel to digital.

IS 136: Interim Standard J36,

the next evolution ofTDMA

technology that converts the voice

channel as well as the control

channel to digital. The conversion

of the control channel to digital

enables the provider to offer

enhanced services such as Caller

10 and a message waiting

indication. IS 136 also introduces

a new voice coder that provides

for enhanced voice quality,

Ixes: Interexchange carriers such

as AT&T. Sprint and MCI.

LATA: Local Access Transport Areas

are geographic sectors established in

1984 by the FCC for the admin­

istration of long-distance telephone

service provided by the RBOCs

and the interexchange carriers.

Loop: Wires that run from

the central office to a customer's

location.

MDU: Multi-Dwelling Unit,

an apartment complex with

multiple tenants.
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Metropolitan Service Area

(MSA): Southwestern Bell Mobile

Systems provides cellular service in

34 metropolitan selvice areas

nationwide. These areas are

geographically related to bur not

precisely matched with u.S. Census

Bureau metropolitan statistical areas.

MTS: Message 'll)ll Service, i.e.,

intraLATA long-distance service

provided by an RBOC such

as .SBC

National Account Sales Team:

SBCs sales fl)rce that is directed

to selling and servicing large

business customers.

Nevada Bell: SHes local exchange

company that operates in l\:evada.

Number Portability: The ability

fllr a customer to change carriers

while retaining the same telephone

number.

OCP: Optional calling plans

otFering discounted or block-of

time packages f'lr intraLATA

long distance.

!, Saver Direct: A part of OCP

which enables customers to save

money on one-plus, direct-dialed

calls made within the region.

Operating Cash Flow: Earnings

before interest, taxes, depreciation

,md amortization.

,)acific Bell: SSC's local exchange

company that operates in California.

Packaged Services:

Communications services tbat

are offered to customers in a

grouped or "bundled" format

for their convenience.

Payout ratio: That portion

of earnings paid out as dividends.

SBC's goal is to reduce its payout

ratio to the low 40 perccnt range

while providing year-over-year

dividend increases.

PCS: Personal Communications

Services, a digital wireless service

that operares at the I<JOO

megahertz level.

Penetration Rate: Percentage

of customers subscribing to a

service as compared to the total

cusromer base.

Phone in a Box: Wireless phones

that are purchased "off the shelf,"

typically in retail stores, that allow

the buyer to make one pbone call

to immediately activate the service.

POP: Point of Presence where an

interexchange carrier terminates

long distance tines prior to connect­

ing to the local exchange company's

lines or directly to a customer.

POPs: A term used in the wireless

industty to describe customers

or potential customers, usually

expressed as a unit of population.

Prepaid Calling Card',

Promotional catds sold primarily

as a coin phone alternative to coins

or credit cards or for gifts and

as a deterrent to credit card fraud.
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Prepaid Wireless: A method by

which wireless customers can use

a prepaid calling card ro buy desig­

nated blocks of network time and

thus avoid normal credit reviews.

Presubscription A choice by

subscribers of a carrier for either

long distance or in the furure,

local service that does not require

dialing a multiple digit access code.

Pretax Interest Coverage:

Prerax income plus interest

expense, divided hy interest

expense.

Privatization: An offer hy a

government to sell all or part

of the assets or equity of an

operating telecommunications

company to a group of local

and/or foreign partners.

PH (Post,Telephone and

Telegraph!: A state-owned

and operated provider of

telecommunications services such

as British Telecom in the U.K.

Regional Bell Operating

Company :RBOC): One of the

seven holding companies created in

1984 when AT&T divested itself

of its local telephone companies.

Resale: Reuse of Local Exchange

Carrier services charged at retail

rates, less avoided costs, without

the need ro build out redundant

facilities.

Residential Primary line:

The first and principal access

line serving a residential customer.

RF Fingerprinting: A technology

that idemifles the unique signal

frequency patterns or "Radio

Fingerprint" of each celluLu phone

in order ro validate customers

attempting to place calls. Because

each Radio Fingerprint is unique,

an illegal phone will automatically

be denied.

Riral Service .Axed (RSA): A

group of coumies as defined by the

F( :C denoting an authorized area

fell" the construerion and licensing

of cellular service in IUtal areas.

Southwestern Bell Mobile Systems

provides cellular service in 27 IUtal

service areas nationwide.

SHe SBC Communications, used

to refer to the resul ts of the entire

seven-state region.

Suuthwestern Bell Mobile

S\'sterm (SBM~,): Wireless

operations in the five-state tegion.

S,'ven-State Region: Business

operations in Arkansas, California,

Kansas, Missouri, Nevada,

Oklahoma, and Texas.

Shareovvner Value: The

principles applied hy SBC

management to optimize share­

owner returns by identifying the

key value drivers of the business

and managing these to derive

the ma.ximum economic value.

Shareowner value is created

when the economic value

of an investment exceeds its

cost of capital.

Smart Moves: A one-stop

package of telephone, wireless and

video/entertainment services.

SONET: Synchronous Optical

NETwork is a optical inrerElCe

standard that allows interworking

of transmission producrs !i'om

multiple vendors.

Southwestern Bell (SWB):The

local telephone service and wireless

operations in the flve-stat~ region

Southwestern Bell

Telephone (SWBT):The local

telephone service operations in

the five-state region.

Special Access: Also known

as dedicated access these lines

are used solely to conneCT a

customer's premise to an

interexchange carrier.

SWB: Southwestern Bell, the

brand name used by SSe: within

the five-state operating region

ofArkansas, Kansas, Oklahoma,

Missouri and' lexas.

SWBYP', Southwestern Bell Yellow

Pages, SBCs directory subsidiary

within the fIve states.

TDMA (Time Division

Multiple Access): A digital

wireless transmission technology

which carries digital messages

simultaneously over dynamically

allocated time slots hy hreaking

the transmission signal into defined

increments of time. At the r~ceiving

end, the time slots are recombined

(Q complete the messag~.

P AGE 1 1
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TelecommunICations Act

of 1996: The Em sweeping federal

communications legislation since

1934, the law creates the paths

for SBC and the other RBOCs

to enter interlATA long distance

and other businesses closed to

them since the 1984 divestiture

trom AT&T and paves the way

for opening the local telephone

network to competition.

Telmex' Telefonos de Mexico,

one of the world's tastest growing

telephone companies. SBC

Communications, along with

consortium partners Crupo Carso

of Mexico and France Telecom,

holds controlling interest in Telmex.

Toll: IntraLATA long-distance

or those calls within a LATA that

are not considered to be local calls.

TRI: SBe's Technology Research

Institute (TRI) provides technical

consulting tor all of SBe's

domestic and international

operations.

271 Application: The

application that must be

submitted to the FCC and

approved before an RBOC may

enter the long distance market.

The application entails meeting

the requirements of a 14-point

checklist as prescribed by

the FCC.
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UnlJundling: Allows competitors

to selectively gain access at

cost-based rates to LEC wires

from central offices to customer

premises not locared on a

competitor's network.

lJnlversal Sprvice: A public

policy initiative to ensure that

telecommunications service is

available to all households,

even in high-cost areas.

lJpiversal Servk e fund' Funds

set up at the state and federal

levels for the putpose of providing

service in high-cost areas.

Vectical Servicp', Revenue:

Local service revenue that is

incremental to selling basic

telephone lines. Verrical services

are the value-added options that

SBe markets and customers

choose to purchase in order to

enhance their telephone service.

Vldeoconferenc Ii \q:

Simultaneous transmission of

a video and audio signal between

two or more locations, allowing

"ElCe-to-face" meetings to occur

without the need for travel.

WDM: Wave Division Multi­

plexing, an important emerging

technology that may expand the

capacity of SBe's fiber network.

Wireless Services Margin:

T(ltal wireless EBITDA divided

bv wireless service revenue.

Wireless Services Revenue

Domestic wireless service revenue

and long-distance revenue which

does not include equipment and

other wireless revenues.

rhe Works A package of

optional vertical services offered

at a significant discount. The

package includes Caller ID,

Call Forwarding, Speed Call,

Call Blocker, Priority Call,

Call Waiting, Three-Way Calling,

Call Return, Auto Redial,

Selective and Remote Access

to Call Forwarding and Call

Trace services.
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